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来西亚的竞争能力。为此，运用了 H 统计与 t 检验两种统计方法，以及两阶段
最小平方模型。此外，文中的网络统计数据来自世界银行、国际货币基金会
（IMF）、马来西亚国家银行（BNM）、马来西亚统计局、金融系统的策略报

























Malaysian Islamic banks have been gaining more competitiveness than ever 
before in 1990s under the context of financial liberalization. Malaysia underwent 
regulatory reforms that favored the entrance of foreign financial institutions and 
liberalized the financial system. Considering that foreign Islamic banks have been 
largely operating it seems that the main drivers’ competitiveness of the industry in 
Malaysia. One of the most important questions regarding the Islamic banking 
industry is whether Islamic banking banks suitable financial institutions for 
achieving long-term financial stability, and whether it continues to be as successful 
as it’s started, or will international financial regulations destroy its market share. 
This dissertation aims to examine the competitiveness of Islamic banking 
industry in Malaysia while taking the financial liberalization and regulatory reforms 
into consideration. To this end, two data sets were used and H-statistic, Logit 
regression, and 2SLS panel data methods are employed. Online statistical datum 
were extracted from the World Bank, the IMF, the Bank Negara Malaysia (BNM), 
Department of Statistics (Malaysia), strategies for financial system, and financial 
reports of the selected banks for the recent period from 2005 until 2014 
Many of the hypotheses were supported. Major findings of this dissertation are 
as follows. The analysis of H-statistic revealed that the overall Islamic banking 
industry in Malaysia can be classified as closely to a perfectly competition market.  
Further analysis of H-Statistic reveals that the foreign Islamic banks are stepped 
higher than domestic ones, together can be classified as a monopolistic competition 
market. On the other hand, t-test analysis results show that Islamic banks are better in 
profits and less efficient compared to the conventional banks, the issuers and the 
investors have statistically affected by sharing of losses, this makes the Islamic 
lending non-competitive in the banking sector.  
Moreover, the 2SLS empirical results revealed that the banking sector has 
higher level of liberalization, which makes the competition more intense and offers 














liberalization policies, higher economic freedom, Herfindahl-Hirschmann index 
(HHI), GDP growth and the participation of foreign Islamic banks was positively 
improved the total productivity and eventually increased the competitiveness of 
Islamic banks.  
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Chapter 1 Introduction 
1.1 Brief Overview of Malaysian Financial Liberalization   
Malaysian Islamic banks have been gaining more competitiveness than ever 
before in 1990s under the context of financial liberalization. The competitiveness 
situation of the banking industry has widely been considered as one of the main 
results of financial liberalization policies. Therefore, the understanding of the change 
of banking competition provides an important insight into the performance of the 
financial system.  
Historically, Malaysia kept its major financial institution operations closed to 
foreign ownership. And further, Malaysia has been taught from other developing 
countries, especially after get its independence that opening of the financial system is 
good for the Malaysian economy. Foreign banks continue enhancing the national 
economy through transfer the technology and allocate financial resources for the 
development. For decades, Malaysia discouraged foreign direct investment (FDI) by 
financial institutions, although it financed its economic development through foreign 
borrowing. 
In early 1980s, Malaysian government began a series of twenty-year plans to 
improve the financial system efficiency and attract FDI. One of the major programs 
was the opening of the domestic market to foreign financial institutions. The first 
stage of the program, which began in late 1980s, included the relaxation of 
regulations on the establishment of foreign financial institutions’ subsidiaries and FDI. 
As part of broader structural adjustment programs, Malaysia has opened its 
financial system for international financial institutions to allocate financial resources 
and mobilize domestic savings to build the national economy. Thus, Malaysia began 
to reform the banking sector in the late of 1980s; during this period, however, many 
foreign financial institutions were established their branches and continued to 
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The second stage of the opening policy, from 1993 through 1996, allowed 
foreign financial institutions to open no more than three financial institutions. The 
opening of the banking sector was a part of a general liberalization to allow foreign 
investors to participate in Malaysia financial markets, as required for Malaysia to 
become a member of the “Organization for Economic Cooperation and Development 
(OECD)” in 1994. 
As the end of 1990s, there were a few Islamic banks working in Malaysia, 
namely Islam Bank Berhad, which was established in 1983 and has experienced 
monopoly market, in 1993 the government allows the conventional banks to open 
Islamic windows, this followed by establishing the second Islamic bank in 1999. 
However, in an early 2000, Malaysian government has invited foreign Islamic 
financial institutions especially those in the Golf Council Cooperation (GCC) 
countries to participate in the domestic market and establish full-fledged Islamic 
banks. Currently, there are 17 Islamic banks working in Malaysia, 6 are foreign-wned 
and 11 are local-owned Islamic banks (BNM, 2014). 
Malaysian government has taken liberalization measures, which believed are 
most interesting for two forms. First, the financial policy in many countries including 
Malaysia was counterintuitive to adopt protectionist policies as a response to the 
financial crises. Second, the opening up of financial system has pursued amid the 
2008 global financial crisis, this becomes possible due to the fact that Malaysia has 
successfully implemented financial and regulatory reforms. These encompass 
measures have significantly boost the contribution of the banking sector to the growth 
domestic product (GDP), this includes niche players to the financial sector through 
the issuance of new banking and non-banking licenses to encourage and attract 
foreign financial institutions by establishing new branches to conduct international 
business.  
Competition among the banks has become more intense since Malaysian 
government allowed conventional banks to open Islamic windows in 1993 and 
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